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GENERAL COMMENT

The proposed regulations represent such a substantial

departure from the present regulations and case law covering the
deductibility of educational expenses that they amount to legis
lation by regulation.

While the new proposed regulations might bring greater
certainty into the tax rules they would do so by imposing an

unrealistic and rigid set of standards which disregard the stand
ards which have been developed under the present statutory frame

work and which would completely reject the "primary purpose" test
which has been developed under the existing law.

In particular, the rules which would disallow deductions

of educational expenses which would qualify the individual for a

"degree, diploma, or similar certificate," or for "substantial
advancement in his present area of employment" are unrealistic
and contrary to numerous court decisions.

Under present economic conditions and opportunities for
advancement in almost any field of endeavor, the best qualification

for "substantial advancement" is competence and effectiveness in the
performance of the duties of an individual’s present position.
If educational expenses are incurred to permit a person to Improve

his performance in a present position, and if an advancement results

- 2 from the efficiency of that performance, the result under the

proposed regulations would almost certainly be a disallowance of
any deduction for educational expenses.

If the Treasury wishes to establish the rule that
educational expenses which would lead to a degree or which might

lead to substantial advancement are not to be deductible irrespec

tive of the primary purpose of the expenditure, this should be
accomplished by legislation.

Because of the major objection we take to the basic
thrust of the proposed regulations we have confined ourselves to

this general comment rather than commenting in technical detail
as is normally our practice.

We urge the Treasury to withdraw

the regulations currently proposed and to substitute proposed
regulations designed to clarify the "primary purpose" test for the

deductibility of educational expenses.
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